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THE INTERNATIONAL MONETARY FUND 


BY IVAR ROOTH, FORMER MANAGING DIRECTOR 
OF THE INTERNATIONAL MONETARY FUND 


After lengthy preparations representatives 
from 44 countries met at Bretton Woods, N. H., 
in July 1944, about a year before the end of the 
second world war. The Danish minister in 
Washington had been invited to take part in the 
deliberations. This conference drew up the Arti- 
cles of Agreement of the International Monetary 
Fund and the Agreement for the International 
Bank for Reconstruction and Development (often 
called the World Bank). The inaugural meeting 
was held in Savannah, Ga., in 1946. 

The aim of the Fund was to bring about 
permanent co-operation on international monetary 
problems. It was hoped, through stabilisation of 

| currencies, to promote international trade, to 
contribute towards a high level of employment, 
improyed living conditions, multilateral payments 
and a successive abolition of exchange restric- 
tions and to prevent competitive depreciation. 
The World Bank should assist with the post-war 
reconstruction and with investments mainly in 
underdeveloped countries. 

Russia took part in the Bretton Woods confer- 
ence but did not join the organizations. Poland 
and Czechoslovakia were not communist countries 
when they joined the Fund and the Bank. They 
have since left both organizations. Yugoslavia is 
still a member of the Fund and the Bank. 

At present 60 countries are members of the 

organizations, including most of the countries in 
Europe. Exceptions, besides the East European 
states, are Ireland, Portugal, Switzerland and 
Spain. All the countries in North, Central and 
‘South America, Australia and most of the Afri- 
ean and Asian states are members. New Zealand 
_remains outside. 
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When a state joins the Fund it is allotted a 
certain quota, expressed in dollars. The countries 
must pay 25 per cent. of the quota in gold and 
75 per cent. in their own currencies. A reduction 
of the gold payment can be made under certain 
circumstances. The sum of the quotas is about 
9,000 million dollars. At the end of October 1956 
the Fund had at its disposal almost 1,900 million 
dollars in gold and more than 1,900 million in 
U.S. and Canadian dollars. 

Voting rights at the annual meeting and on 
the Executive Board stand in a certain relation 
to the quotas. Only the representatives of the 
member states are entitled to vote. The Managing 
Director, who is chairman of the Executive 
Board, has no vote. Besides him, the Board 
consists of 17 persons, each with an Alternate 
appointed by the ordinary member. The five 
states with the largest quotas, U. S. A., Great 
Britain, China (Formosa), France and India are 
each entitled to appoint one director. The Latin 
American countries elect three members between 
them. The other countries elect nine members. 
At present, besides the five permanent members, 
the Board consists of representatives from Ar- 
gentina, Brazil, Salvador, Australia, Belgium, 
Canada, Denmark, Egypt, Germany, Italy, Ja- 
pan and the Netherlands. Each of the elected 


Board members — except the Canadian and the 
German ones — represents one or several other 
countries; for example, the Danish member 


represents Finland, Iceland, Norway and Sweden. 

The first Managing Director of the Fund was 
Camille Gutt, formerly Belgian Minister of Fi- 
nance. He was succeeded by the author of this 
article. The present chief is Dr. Per Jacobsson, 
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who was for 25 years economic adviser to the 
Bank for International Settlements at Basle. The 
present Deputy Managing Director is H. M. 
Cochran, a former American ambassador. 

The Fund has a certain jurisdiction over 
exchange rates and payments transactions of 
member states.1 Members must come to an a- 
greement with the Fund on a par value for their 
currency. Certain countries, e.g. Greece, Italy, 
Indonesia and Uruguay, have been permitted a 
respite before introducing a par value. 

The Fund’s consent is required if a country 
wants to change its exchange rate by more than 
10 per cent. of the original par value. 

Member states are supposed to maintain stable 
exchange rates. Their spot rates should not fluc- 
tuate more than I per cent. above or below par. 
There are no regulations for forward rates. 

Three countries, Canada, Peru and Bolivia, 
have informed the Fund that temporarily their 
exchange rates cannot be kept within the stipula- 
ted limits, and the Fund has raised no opposition 
to this. Mexico had a fluctuating exchange rate 
in 1948/49, before re-establishing a fixed rate. 
The reason for the Canadian application was 
a huge inflow of American capital. Peru had 
previously abolished her currency restrictions 
and it seemed that their reintroduction could be 
avoided only if the exchange rate was permitted 
to fluctuate if needed. 

Some countries have a system of multiple 
exchange rates, as Germany had in the 1930s. 
In these cases the rate at which “free market” 
transactions can be made is usually a fluctuating 
one. Countries with multiple exchange rates must 
obtain the Fund’s consent before any one of them 
is changed, before a new rate is introduced and 
before there is any change in the regulations as 
to which rate is to apply for different kinds of 
payments. 

The Fund is sometimes criticized for “free- 
zing” exchange rates and thus causing an exces- 
sive rigidity in the economic system. This is not 
correct. The primary aim is to attempt to prevent 
competitive exchange depreciations such as took 


1 Import restrictions, customs duties and similar trade bar- 
tiers do not come within the Fund's jurisdiction, but in that 
of the General Agreement on Tariffs and Trade (GATT). There 
is a close co-operation between GATT and the Fund. 


place during the 1930s and caused serious dif- 
ficulties for international trade. Instead, when 
this is necessary in order to correct a fundamental 
disequilibrium the Fund tries to persuade the 
country to make an orderly change from one 
rate to another. We had a typical example of — 
this in September 1949, when sterling was de- 

valued and a large number of countries altered — 
their exchange rates simultaneously. | 

The Fund’s consent is also required if a country — 
wishes to introduce new exchange restrichoomal 
for current payments. Members may, however, 
decide on restrictions for capital payments without | 
seeking the Fund’s approval. 

When the Fund began its activity in May 1946, 
most countries had imposed exchange restrictions 
in a attempt to deal with their foreign payments 
problems. According to the Fund Agreement 
these restrictions should be successively abolished. 
Since 1951 the Fund has had to hold yearly 
consultations with the countries that have ex-— 
change restrictions. Then is discussed i.a. to 
what extent it will be possible to abolish exchange 
restrictions and discriminatory regulations, e.g. 
those concerning payments to dollar countries. 
In these matters, as well as in trying to persuade © 
countries to get rid of their bilateral trade agree- 
ments, the Fund works along the same lines as” 
the Organisation for European Economic Co- 
operation (OEEC). The final aim is convertibility 
for current payments. 

It sometimes happens that, in a country where 
an importer has obtained permission to buy goods 
abroad, he later finds himself unable to buy 
currency at the official rate. These delayed pay- 
ments, known as arrears, are a serious type of 
exchange restrictions. In such cases the Fund 
discusses the problem with the member country 
and tries to persuade it to move gradually towards 
the establishment of a prompt remittance system 

In order to help countries to achieve these ai ms 
the Fund grants short term credits. Only mem 
bers can borrow from the Fund, and only if they 
need foreign currency for current payments, i 
to cover a temporary deficit in the balance 
payments. A member can also get assistance t 
maintain or re-introduce convertibility. Mos 
loans have been made in dollars. Transactions # 
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pounds sterling, German marks and Belgian 
frances have also taken place. 

A loan from the Fund is made in the following 
way. The member buys one or several foreign 
currencies and pays the corresponding value in 
its own currency. For instance, if Sweden were 
to buy dollars from the Fund, the Fund’s account 
at the Riksbank would be credited with the cor- 
responding amount in kronor. Repayment, which 
must take place within 3—5 years, is made in 
gold or dollars to the Fund’s account at the 
Federal Reserve Bank of New York. Then the 
Fund’s account at the Riksbank is debited with 
the corresponding amount in kronor. If at the 
end of the Fund’s accounting year, the 30th 
April, the Fund’s holding of a country’s currency 
has increased and if the country’s holding of 
gold and convertible currencies has increased, 
the member is obliged to repurchase part thereof. 

When a country buys a foreign currency from 
the Fund, a service charge of 1/2 per cent. of 
the amount is made. If the Fund’s holding of 
the country’s currency exceeds its quota interest 
is normally paid. The interest rate increases the 
longer the period for which the loan is out- 
standing and the greater the proportion of the 
quota that has been borrowed. 

The following rules also apply to borrowing. 
A country may borrow the amount that it has 
paid in in gold. Sweden, for instance, has a 
quota of 100 million dollars and can thus borrow 
25 million dollars. The Fund is on principle 
favourably inclined if a member wishes to draw 
another 25 per cent. of its quota. 

According to the statuts a member may not 
draw more than 25 per cent. of its quota during 
a period of twelve months. This rule has, how- 
ever, often been waived in recent years. A country 
may not borrow more than 100 per cent. above 
its quota. Exceptions can be permitted but so 
far no such request has been made. 

Some countries were initially allotted rather 
low quotas, in some cases lower than they had 
asked for. Every fifth year the size of the 
quotas is reconsidered. Some countries with 
small quotas have had them raised. Countries 
with larger quotas could at present probably not 


expect an increase. 


ee 
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In some cases the countries are not interested 
in a loan, but want to be certain that, if neces- 
sary, they will be able to dispose immediately of 
a certain amount, for instance because it is feared 
that an exceptional demand for foreign currency 
may arise during the coming year. If they get a 
guarantee that if necessary the money will be 
immediately available, they may either avoid 
introducing new exchange restrictions or limit 
them to a minimum. The Fund has therefore 
developed a system of “stand-by” credits. These 
are granted for a period of 6—12 months but 
can be extended. Even in cases where it was not 
necessary to make use of them, they have been 
of great importance in creating confidence in the 
country’s currency. Such “stand-by” credits have 
been granted e.g. to Peru, Mexico, France, Great 
Britain and India. When the Fund opened the 
stand-by credits to Peru and Mexico the United 
States also granted them stabilisation credits. 
Sometimes one or several American banks have 
at the same time opened similar credits. 

The Fund began its lending activity in March 
1947. Since then, up to the end of 1956, more 
than 1,900 million dollars have been lent to 
thirty different countries. Of this more than 
1,060 has been paid back. The lending activity 
has fluctuated considerably. In 1947/48 it a- 
mounted to 675 million dollars. No loans were 
made in 1950, but in 1956 over 690 million dol- 
lars were drawn. Up to the end of 1956 stand-by 
credits had been granted to eleven countries, 
amounting to almost 1,200 million dollars, the 
largest sums towards the end of 1956. 

In order to be able to carry out its duties the 
Fund must continuously follow the developments 
in member countries. Each country submits regu- 
lar reports to the Fund and maintains an intimate 
contact with it, not only at the yearly discussions 
but also in between. At least once a year the 
Fund writes a report on the economic situation 
in every member country. 

Decisions about loans, sales and new restric- 
tions must be made quickly, usually within three 
days. Generally the Fund has had previous dis- 
cussions with the member concerned. In order 
to have an opportunity of studying the actual 
situation in more detail than would be possible 
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in a couple of days, the Fund has requested the 
countries to inform the Managing Director confi- 
dentially about their plans some time before 
making an official application for a loan or a 
change in the rate of exchange or in their cur- 
rency regulations. 

The Fund issues a number of publications, 
including, on the occasion of each annual meeting, 
a report on the world economy and the payments 
situation in the various countries. This of course 
contains an account of the Fund’s activity during 
the year. A year book on exchange restrictions 
is also issued, with a fairly detailed account of 
the situation in the various countries. 

The Fund publishes monthly its valuable “In- 
ternational Financial Statistics”, which gives 
current information on the monetary situation, 
international trade, prices, government expendi- 
tures, etc., for most countries. 

The Fund continues the publication of the 
balance of payments in different countries that 
was started by the League of Nations. It is is- 
sued in loose leaves as soon as the figures are 
received. 

The Fund also collects and edits the informa- 
tion on various countries’ exports and imports 
that is found in the “Direction of International 
Trade”, published by the United Nations in co- 
operation with the Fund and the World Bank. 

The weekly publication “International Financial 
News” is supplied without charge to persons 
interested. The Fund’s other publications can be 
subscribed to. 

In its dealings with the economic problems of 
its members the Fund tries to convince them to 
introduce a more effective financial and monetary 
policy. A very important part of its work there- 
fore consists of giving technical advice. If neces- 
sary, the Fund sends a group of experts to study 
the situation. Upon request one or more of these 
officials is placed at the disposal of the govern- 
ment or central bank as an adviser. Not infre- 
quently these officials cooperate with represen- 
tatives from the World Bank or experts sent out 
by the United Nations. 

The Fund organizes annual courses for about 
20 officials from central banks or governments 
of member countries. Most of them come from 


under-developed countries. They study chiefly 
monetary, statistical and balance of payments 
problems. 

Over and above the Board members and their 
Alternates the Fund had at the end of 1956 about 
420 employees from more than 40 different 
countries. 

The Fund has only one branch office, which 
is in Paris. Its job is to maintain a close contact 
with OEEC and its various departments, above 
all the European Payments Union (EPU), and 
with other international organisations in Europe. 

One seldom hears anything about the Fund. 
This is because its effectiveness is greater if it 
carries on its work in confidential negotiations — 
with its members. Premature publicity can lead 
to speculation and cause serious damage. Most 
of the investigations that are made — and they 
amount to a considerable number each year — 
are for this reason not published but sent only 
to the members for confidential information. — 
Some are, however, published in the “Staff 
Papers”. | 

The Fund has sometimes been criticized for 
its lack of activity. Such critics have usually | 
forgotten the following facts. The world in which — 
we live after the second world war is not the 
world that was hoped for at Bretton Woods. 
There have been wars in Korea, Indo-China and 
the Middle East, and besides these we have had 
the cold war with all its undesirable political and 
economic effects. 

Shortly after the war it became clear that the 
countries needed not only short-term credits from 
the Fund but also loans for a longer period and 
of a magnitude that was beyond the resources of 
the World Bank. Then there came first the large 
American and Canadian Loans to Great Britain 
and in 1948 the Marshall Aid. This has been 
followed by American aid in various forms to 
countries in different parts of the world. All 
this has of, course considerably diminished the 
demand for assistance from the Fund and thi 
World Bank. 

The currency situation in most countries 
improved in recent years, mainly as a consequen 
of the increased world trade and American aid. 
The members have been able both to enlarge thei 
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currency reserves and to pay back most of what 
they had previously borrowed from the Fund. 
After the Suez crisis at the end of 1956 a new 
situation has arisen, characterized inter alia by 
the above mentioned stand-by credits to France 
and Great Britain, totalling 1,000 million dollars. 
Besides this Great Britain has bought over 560 
million dollars. Requests for financial aid from 
other countries have also increased. 

The Fund has — often in co-operation with 
OEEC — contributed towards a gradual reduc- 
tion of exchange restrictions and bilateral agree- 
ments, diminished discrimination in payments 
and increased transferability of many currencies. 
As already mentioned it has assisted in important 
stabilization measures, not only in the Latin 
American countries and Asia but also in Europe. 

One reason why the European members have 
not made more use of the Fund than they have 
done until the last quarter of 1956 is that they 
have preferred to use their automatic credit in 
the European Payments Union. Whereas repay- 
ment to the Fund must be made in gold and dol- 
lars, any surplus of a member’s currency auto- 
matically diminishes its debt to EPU. It has often 
been easier for a country to earn, by its exports, 
a surplus of pounds than of dollars. Now, how- 
ever, this may change since of the deficits in 
EPU 75 per cent. have to be paid in gold or 
dollars — as compared with 50 per cent. previ- 
ously — and as diminished credit possibilities 
and increased dollar payments have reduced the 
relative advantage of a credit from EPU. 

Also, some countries have entertained fears 
that a purchase of currency from the Fund 
would be regarded as a proof of a serious crisis 
and could thus set off a wave of speculation. 
Such fears would become less frequent if the 
members used the Fund more regularly when a 
country’s currency reserves are sinking. At pres- 
ent the tendency seems to be in this direction. 


It is an obvious fact, but one that is frequently 
overlooked, that the Fund cannot abolish cur- 
rency restrictions or carry through stabilisation 
measures. This depends entirely on whether the 
country’s own authorities are willing to pursue 
such economic and monetary policies as would 
make these measures possible. The Fund can 
only analyze the situation, make clear what has 
to be done to bring about internal and external 
balance, try to convince the persons concerned 
of the necessity of taking these measures and 
place foreign currency at their disposal to bridge 
over temporary payments difficulties. Sometimes 
it is only after repeated discussions that the 
country is willing to take one or another step in 
the right direction. In such cases monetary 
measures such as raising the rate of interest or 
restricting credit in one way or another are as a 
rule not sufficient. The budget deficits of gov- 
ernmental and local authorities may, as a rule, 
have to be cut, sometimes by an increase in in- 
come and in most cases by a reduction of expendi- 
ture. It is also necessary to refrain from financing 
these budget deficits or part thereof except for 
short periods through the central bank. Wage in- 
creases exceeding the rise in production should be 
avoided. If consumption has risen too rapidly, 
the increase in consumption may have to be slowed 
down. In some countries expenditure on social 
services has risen more than economic resources 
permitted. In order to be able to maintain a 
reasonably stable value of the currency it is — 
until a better balance has been restored by in- 
creased production — essential that new expendi- 
ture of governmental and local authorities should 
be avoided except where absolutely necessary. 
The possibility of postponing some of the ex- 
penditure that have already been decided on 
should also be studied. 
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THE REFORM OF THE PENSIONS SCHEME 
AND SAVING 


BY LARS LIN DBERGER, PH. D., STOCKHOLM 


The recommendations submitted 


The far-reaching recommendations for an im- 
proved pensions scheme that have been submitted 
by the General Pensions Drafting Committee ap- 
pointed in 1956 comprise a) augmenting the cur- 
rent national old-age pensions scheme and b) the 
choice of two different alternatives as to the 
forms which the supplementary pensioning of 
wage-earners should take. It is proposed that the 
present national pensions be raised in 1960 to 
3,000 kronor for a pensioner without dependants 
and to 4,500 kronor for a married couple both of 
whom are entitled to a pension, the amounts after 
that rising successively in 1968 to 3,600 kronor 
for a pensioner without dependants and 5,400 kro- 
nor for a married couple both entitled to a pen- 
sion. The benefits are intended to be constantly 
adjusted to the rise in the cost of living. Accord- 
ing to the proposals submitted it is estimated that 
the total expenditure incurred by the community 
on this basic pension protection will rise relatively 
rapidly from about 2,000 mill. kronor in 1956 to 
about 3,000 mill. kronor in 1961 and 3,800 mill. 
kronor in 1969. This implies a 50 % rise between 
1956 and 1961 and 90 % between 1956 and 1969 
— all on the assumption that the price level will 
remain constant. About one-quarter of the increase 
in costs is due to the growth of the pensionable 
population, while three-quarters of the rise in 
expenditure is the result of higher pension bene- 
fits. It is intended that roughly 50 % of this 
increase in costs will be financed by raising the 
national pension contributions up to 5 %, possibly 
up to 6 %, of an income of 15,000 kronor maxi- 
mum for a person without dependants or jointly 


for a married couple. The remainder of the in- 
crease in costs must be defrayed via the Budget. 
The Committee considers that the national old- 
age pensions scheme should be made more compre- 
hensive by providing for supplementary pensions. 
There has been some divergence of view in the 
Committee as to the structure of these pensions, 
and this is reflected in the two main alternatives 
in regard to the supplementary pensions suggested 
by the Committee. According to one of the main 
alternatives, an obligatory supplementary pensions 
scheme should be devised for wage-earners. A full 
supplementary pension should, according to this 
proposal, be payable to wage-earners who for at 
least 30, not necessarily consecutive, years have 
earned an annual income from work in excess of 
3,000 kronor. Like the basic pension, the supple- 
mentary pension will be payable from the age of 
67. As income entitling the recipient to a pension 
is reckoned that income from work that exceeds 
3,000 and is below 30,000 kronor per annum. The 
pension level is made dependent upon the incomes 
in question earned during the 15 best years out 
of each wage-earner’s period of service entitling 
him to a pension. The average of the income en- 
titling the recipient to a pension is that average 
income which has been earned during these 15 
years and is thus to be regarded as the income on 
which the pension is based. The supplementary — 
pension is payable at 50 % of the income on~ 
which the pension is based up to a mean wage of 
8,000 kronor; after that it rises successively to 
62 % of this income at a mean wage of 30,000 
kronor. The outcome of this is that the sum of 
the supplementary pension and such basic pension 
(national pension) as accrues to each of two mar- 
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ried persons who are entitled to a pension will be 
65 % of the mean wage earned during the 15 best 
years throughout the entire scale of income be- 
tween 8,000 kronor and 30,000 kronor. 


In cases where both husband and wife receive 
a basic pension but only one of them is entitled 
to a supplementary pension and the other has 
earned no income whatsoever during the 15 best 
earning years of the one entitled to a supplemen- 


tary pension, the sum of the supplementary pen- ~ 


sion and the basic pensions will amount to a much 
larger percentage of the family’s income from 
work during those 15 years. In such cases the 
combined pensions will amount to 99 % of an 
earned income of 8,000 kronor and 74 % of an 
earned income of 30,000 kronor. Taking into ac- 
count the fact that during their active period the 
income-earners have to pay a national pension 
contribution, we find that in corresponding: cases 
the combined share of the pensions in the income 
that is left after the pension contribution has been 
paid rises to 105 % at an earned income of 8,000 
kronor and 76 % at an earned income of 30,000 
kronor. 


It is intended that the supplementary pensions, 
like the basic pensions, shall be constantly ad- 
justed to the rise in the cost of living, it being 
technically possible to calculate this by a system 
of index-bound pension points. During the transi- 
tional period the pension benefits will be over- 
compensated up to 50 %, so that a person reach- 
ing the age of 65 during the twentieth year 
from the date of the legislation’s coming into ef- 
fect will be able to receive a full supplementary 
pension although only 20 years’ pension points 
will have accrued to him. The supplementary pen- 
sions are to be financed by means of a contribu- 
tory fee leviable upon the employer and payable 
at a certain percentage of the wage total of the 
earned income ranging between 3,000 kronor and 
30,000 kronor per annum at the current value of 
money. The financing of the supplementary pen- 
sions will be based on the principle of the distribu- 
tive system, though this will not stand in the way 
of the funding that is planned to take place while 
this pensions scheme is being developed. 

According to the second main alternative the 

' Committee recommends a system providing for a 
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voluntary structure for national old-age pensions, 
primarily through collective agreements or some 
other scheme of collective membership. It is as- 
sumed that the employers will pay the entire 
insurance premium on behalf of their employees. 
The right to full supplementary pension is exer- 
cisable after premiums have been paid for a period 
of 35 years. To cover a transitional period, how- 
ever, a certain amount of over-compensation is 
proposed whereby a person who becomes pen- 
sioned about 23 years after the insurance system 
first came into effect would be able to claim full 
pension. It is intended that this voluntary pension 
insurance will be financed under a modified 
premium reserve system. It is mainly in regard to 
the financing of over-compensated pension bene- 
fits that the proposed system implies a departure 
from the premium reserve principle. The fact is 
that the costs of these extra benefits will not im- 
mediately be covered in their entirety by means 
of higher premiums but will in part be deferred, 
so that the final settlement of the element of costs 
in question would not take place until 50 years 
after the system has started operating. As to the 
investment of the funded capital, greater freedom 
will be allowed than that permitted at present in 
the administration of the life insurance companies’ 
life insurance funds. Accordingly it will be pos- 
sible for the premiums very largely to be re- 
invested in the business firms whose duty it is to 
pay the premiums. 


The effect of the higher national 
old age pensions on saving 


Under the proposed obligatory pensions scheme 
the costs of the basic pension protection in the 
course of the next ten years will be substantially 
higher than the contributions that will be paid in 
during the same period in respect of supplement- 
ary pensions. In regard to the benefits payable, 
around the year 1970 the entire supplementary 
pensions will not correspond to more than ap- 
proximately a third of the increase that will have 
taken place up to that period of time in the 
amount paid in basic pensions. Although, then, the 
reinforcement of the fundamental protection af- 
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forded by pensions will make far heavier demands 
on the combined resources of the country’s eco- 
nomy, it may be questioned whether the proposed 
supplementary pensions scheme will not have more 
profound repercussions on the development and 
the composition of saving. This does not, how- 
ever, exclude the possibility of the improved 
national pensions system also having important 
repercussions on saving. 

It may be presumed that the one essential final 
outcome of the proposed reinforcement of the 
fundamental protection afforded by pensions will 
be that available incomes will eventually be trans- 
ferred from the active population to the pension- 
ers. It might be expected that some increase in 
consumption will result from this, seeing that, in 
view of their lower standard of living, the pen- 
sioners might be presumed to save out of the in- 
comes accruing to them on a smaller scale than 
the active population would have done if they had 
had those incomes at their disposal. Whether this 
is a correct appraisal, however, cannot, it is said, 
be decided with any measure of certainty for lack 
of exact data concerning the intensity of saving 
in different age groups. In any case it cannot be 
taken for granted that an augmented transfer of 
incomes from the active population to the pension- 
ers would in itself be calculated to diminish 
savings to an appreciable extent. However that 
may be, it must be expected that an improvement 
in the basic pension may possibly exert a negative 
influence on the active population’s saving-up for 
their old age, whether it takes the form of an ac- 
cumulation of funds under the existing pen- 
sioning arrangements or of a life insurance policy, 
or whether it is done in some less restricted way. 
Nevertheless the augmented basic pensions will 
not be so high that important groups of the popu- 
lation and income brackets will not still be able to 
count upon a more or less unchanged or, in some 
cases, a keener interest in such forms of saving- 
up for old age. Under such circumstances we 
must no doubt admittedly accept the possibility of 
the reinforcement of the fundamental pension 
protection having a negative effect on saving, 
though it need not necessarily be a very significant 
one, 


The obligatory system and 
the pension funds 


In contrast to the basic pensions scheme the 
proposed obligatory supplementary pensioning sys- 
tem will in its early stage of development give rise 
to a considerable amount of funding, this how- 
ever, cannot be regarded as altogether a new 
phenomenon but is very largely to be conceived 
of as a substitute for such funding as, owing to 
the operation of the obligatory system, is replaced 
by other pension arrangements. Since the obliga- 
tory supplementary pensions scheme is intended 
to provide such substantial pension benefits, it 
might perhaps be assumed that the need for fur- 
ther supplementary pensions will be mainly con- 
fined to lower pension ages than 67 and to in- 
comes in excess of 30,000 kronor. There is reason 
to assume, therefore, that the obligatory supple- 
mentary pension system will involve a very con- 
siderable restriction of permanent pension ar- 
rangements — and it is to be noted that this may 
possibly almost at once have its full effect on 
premium payments and funding arrangements. 

Consider such cases where both the obligatory 
system and permanent arrangements give satis- — 
factory benefits, but there has been insufficient 
time for the right to a full pension to be earned — 
from the obligatory system. Then it may be 
presumed that a combination of paid-up policy 
providing for previously earned pension benefits 
and participation in the obligatory pensions 
scheme with the right to over-compensation at- _ 
taching thereto during the transitional period will — 
together provide such good benefits that there — 
need be no question of any further payment of — 
pension dues towards previous pension arrange- | 
ments. Consequently, the limitation of premium — 
payments caused by the introduction of the ob- 
ligatory system may in such cases conceivably be 
effected immediately the obligatory system starts 
to operate. In other words, as from that date the 
possibility of an immediate cessation of contribu- 
tory payments must be taken into consideration 
in respect of such pension arrangements as are — 
of the above-mentioned nature. ; 

There are, however, reasons for deeming it 
probable that the negative effect exerted by the 
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supplementary pensions scheme on funding within 
outside pensioning systems would not altogether 
become apparent immediately after the obligatory 
system had begun to function. The payment of 
pension dues will undoubtedly continue on the 
part of those wage-earners who have not time to 
participate during the minimum period of 3 years 
prior to reaching the age of 67 that is required 
before they are entitled to any pension at all under 
the obligatory system. Moreover, for various 
reasons it is conceivable that the payment of 
premiums would be retained on an unchanged 
scale in the case of other groups of elderly wage- 
earners as well. However, there is no reason to 
doubt but that the lapse of contributory payments 
will, broadly speaking, ensue immediately. 

Then, in regard to the scale on which contribu- 
tory payments and funding may conceivably lapse, 
apart from the immediate transitional period, 
there is reason to take into account the fact that 
the effect of the obligatory system on outside pen- 
sioning systems is not merely confined to the 
negative influence it exercises on previously 
existing pension arrangements. For it is perhaps 
to be presumed that the interest in old-age pen- 
sions increases when once the obligatory system 
has come into operation both in regard to the 
receipt of a pension prior to reaching the age ot 
67 and in regard to supplementing pensions that 
are not payable in full. In this way the funding 
of premium payments within outside pensioning 
systems is likely to be affected in a positive direc- 
tion. The combined effect of the introduction of 
the obligatory system will, however, in all probabil- 
ity be a substantial net reduction of funding within 
outside pensioning systems. The entire annual 
growth of funds in private pension institutions 
for the year 1954 has been estimated at about 
1,000 mill. kronor and immediately before the 
obligatory system comes into operation may be 
presumed to amount to 1,200—1,400 mill. kronor. 
It is, therefore, a reasonable guess that the net 
reduction of funding within outside pensioning 
systems that will take place in consequence of the 
introduction of the obligatory system will be with- 
in the region of about 700 mill. kronor per an- 
num. On this basis the proposed funding scheme 

under the obligatory system is not particularly 
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impressive, especially in the initial stage. Here 
there is a risk that the funding under this system 
will prove to be smaller than the amount of funded 
premiums that will at the same time lapse within 
outside pensioning systems if the low scale of dues 
to be levied according to the proposal for this 
period is adhered to. 

Funding on more substantial lines is planned at 
somewhat longer range. How far this will imply 
any net addition to the saving within the eco- 
nomy as a whole it is not easy to judge. For the 
possibility must be considered that, not only saving 
within outside pensioning systems, but also private 
saving that is practised apart from the pensioning 
systems may be reduced in consequence of the 
adoption of the obligatory supplementary pensions 
scheme. Such an effect seems to be at least prob- 
able in regard to both saving in the form of life 
insurance and such saving-up for old age as is car- 
ried on in less restricted forms. How saving gener- 
ally will be affected will very largely depend on 
a number of factors that are particularly difficult 
to gauge. For instance, how the Government and 
local authorities will react to the necessity of 
haying, as employers, to collaborate in building 
up the funds under the obligatory system, and 
likewise, how completely the burden of contribu- 
tory payments imposed on the employers will be 
passed on to the wage-earners and consumers. How 
the composition of saving will be affected will also 
very largely depend on these factors. It is possible, 
though by no means certain, that especially the 
share of corporate savings in the total savings 
will decline in consequence of the establishment 
of the obligatory system. It seems just as likely 
that it will primarily be such savings as are sup- 
plied to the capital market via insurance com- 
panies and permanent pensioning institutions that 
will represent a smaller share in the total volume 
of saving. 


The voluntary method and the continuous 
adjustment of pensions to the cost of living 


What the Pensions Committee call the voluntary 
alternative is in principle based on the concept of 
the premium reserve system with certain important 
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deviations. These have apparently been brought 
about in order to offer more attractive ratios be- 
tween contributions and benefits during the transi- 
tional period. It is obvious, however, that under 
this system, assuming similar membership and 
grade of pension, a somewhat larger fund would 
be established than under the obligatory system, 
which is more closely related to a distributive sys- 
tem. There need probably be no fear of any tend- 
ency to a reduction in pension funding as a whole, 
such as might conceivably arise when the obliga- 
tory system actually starts operating, should pro- 
vision for the supplementary pensions scheme be 
made by non-obligatory means. It is indeed inter- 
esting to note in this respect that the level of 
contributions for pension benefits of equal value 
would by 1960 be three or four times as high 
under the voluntary system as under the obliga- 
tory system. It is owing to this exceptionally low 
level of contributions — the funding being in 
consequence on a very small scale — that in the 
initial phase of the obligatory system a transition 
to the latter from permanent pensioning systems 
will as a rule have a markedly negative effect upon 
the total structure of pension funding. 


Whether the accumulation of funds at some- 
what longer range — in this case one or two 
decades — will turn out to be larger or smaller 
under the proposed voluntary system than under 
the obligatory supplementary system will largely 
depend, of course, upon the scale of membership. 
It is conceivable that the system of voluntary 
supplementary pensioning would develop so slowly 
that the obligatory system would, notwithstanding 
its stronger element of a distributive system, en- 
tail a larger volume of funding than could pos- 
sibly have been achieved in a non-obligatory sys- 
tem. On the other hand, it is also conceivable that 
the amount funded under a voluntary system 
might exceed that under the proposed obligatory 
system even if the membership were smaller and 
the standard of pensions lower. 

Viewed at sufficiently long range, it may be 
reasonable to assume that a certain definite level 
of pensions will be reached irrespective of the 
technical pattern of the pensioning systems, from 
which it follows that a pensioning system based on 
the premium reserve principle will entail a larger 


funded amount than a system that is based mainly 
on the distributive principle. Thus, so long as a 
“voluntary” pensioning system has less of an 
element of a distributive system in it than what 
may be expected in an obligatory pensioning sys- 
tem it would in time prove to be superior to the 
latter as a method of saving. However, for it to 
be conceivable that the support given to a non- 
obligatory pensioning system shall be such that 
this superiority can really make itself felt, it is 
necessary to ensure that pension benefits are 
satisfactorily adjusted to the cost of living. 

The proposed voluntary system does not under 
all circumstances offer guarantees that pensions 
will be constantly adjusted to the cost of living. 
The intention is first of all to ensure the adjust- 
ment to the cost of living of outgoing pensions, 
i.e. of the amounts of pension that have once 
begun to be paid out. Funds for this purpose 
would be obtained out of such surpluses as may 
for various reasons arise on the accumulated pen- 
sion fund. For the computation of the pension 
contributions has been based on an assumed 3 % 
interest payment, whereas it is presumed that some 
proportion of the funded money will be lent to 
business firms who are liable for premium pay- 
ments against a clause providing for the constant 
adjustment of the pensions to the cost of living 
and an interest rate of 3 1/4 %; otherwise the 
intention is to invest them without any such 
clause and at the market interest rate. A surplus 
may thus arise through the market interest rate 
being higher than 3 % and also through money 
loaned under a constant adjustment clause giving 
a high nominal yield in the event of a rise in 
prices. 

Manifestly, the volume of these surplus funds 
and consequently the possibilities afforded of 
using them to cover the betterment factor payable 
on pensions will depend on the monetary and 
credit policy that will be pursued. This policy will 
not only determine the interest yield on the funds 
invested without a constant adjustment clause but 
is also bound to influence the willingness of bor- — 
rowers to take up loans subject to a constant 
adjustment clause at 3 1/4 % interest. Their will- 
ingness to do so must be assumed to be greater 
the higher the market interest rate and the more 
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difficult business firms or borrowers who may 
otherwise come into question may find it to obtain 
loans on other terms. Insofar as the surpluses 
under the proposed pensioning system do not 
prove sufficient, the possibility has been consid- 
ered in the last resort of procuring by extra 
withdrawals of pension dues such funds as are 
required to cover the cost of the betterment factor 
payable on outgoing pensions. 

The safest guarantees for a system of pensions 
based on the premium reserve system and pro- 
viding for constant adjustment to the cost of liv- 
ing might be obtained if the entire funded capital 
could be invested subject to a constant adjustment 
clause at an acceptable positive interest rate — it 
must be decided later what legal, technical and 
economic conditions would have to be fulfilled for 
such a result to be attainable. On the other hand, 
a question that we shall consider here is, what 
repercussions it may conceivably have on the 
general economic development, and particularly 
on the formation of prices, if in some way or 
other guarantees could be established for pro- 
viding pensions that would be constantly adjusted 
to the cost of living. Compared with the alternative 
of leaving pensioners to their fate, the regulation 
of pensions on an index basis would undeniably 
imply that, in the event of a rise in prices, incomes 
derived from pensions and pensioning costs would 
grow on such a scale as would never have occur- 
red otherwise. In this way the restraining effect 
on the development of prices that might have lain 
in the fact that nominally the pensions remained 
unchanged and the pension costs were actually 
reduced would be lost. 

The risks that a rise in prices, when once it has 
occurred, will lead to chain reactions are obviously 
enhanced to some extent if pensions are regulated 
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by index numbers. It should not, however, be 
regarded as inevitable that the increase in pension 
incomes and pension costs respectively computed 
on an index basis is bound in all circumstances to 
find expression in a further rise in prices. Whe- 
ther this will be the case will also depend, inter 
alia, upon the manner in which the higher pension 
costs are ccvered. 

If the pension funds were so invested as to be 
constantly adjusted to the cost of living, it would 
primarily be those who borrowed from these funds 
who would have to bear these higher costs. If we 
were to imagine that loans constantly adjusted to 
the cost of living were to be utilized for financing 
housing and power stations, for instance, it must 
be reasonable to suppose that this procedure would 
also have repercussions on the formation of prices 
for such capital-absorbing utilities (home services 
and electric power) as are produced at plants that 
are financed by means of such loans. This would 
entail some automatic upward adjustment of rents 
and power prices in conjunction with any rise that 
occurred in the general price level. Thus the 
presumably inevitable increase in pension costs 
would have to be met through the level of the 
real prices of the capital-absorbing utilities of 
the kind in question being maintained in the event 
of a general rise in prices instead of — as might 
otherwise have happened — being lowered. The 
immediate effect of such a sequence of events 
would, of course, be that the rise in prices would 
be still further accentuated. However, in view of 
the long-term repercussions on the demand for 
such utilities and the consequent need for invest- 
ments, the fact that such an adjustment of prices 
is brought about need not necessarily have the 
effect of forcing up prices in the long run. 
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DEVELOPMENTS IN THE LOCATION 
OF INDUSTRY AND GOVERNMENT 
LOCATION POLICY 


BY TAGE KAHLIN, MANAGER, 
PRODUCTIVITY CENTRE OF SWEDISH INDUSTRIES, STOCKHOLM 


Plant location, a topical problem 


In Sweden, as in other industrial countries, 
the question of the location of companies and es- 
pecially of industrial ones has in recent years 
received attention in yarious connections. The 
discussion has primarily been concerned, not with 
the point of view of business economics, but with 
the connection of industrial location with, and its 
significance for, demographic and economic de- 
velopment within certain regions. Also the ques- 
tion as to whether, and if so by what means, 
society should intervene to affect the industrialist’s 
choice of location has aroused considerable inter- 
est. The background to the increased interest in 
problems of location has been to some extent dif- 
ferent in different countries. In some cases, 
because of unfavourable natural conditions or 
violent structural changes in the economy, eco- 
nomic development in certain regions has lagged 
behind the general rate and there have been 
persistent unemployment difficulties. Then spe- 
cial steps have had to be taken to stimulate eco- 
nomic development and facilitate the establish- 
ment of new firms. In Sweden serious cases of 
structural unemployment have been rare. There 
has, however, at some times been unemployment 
of this type in the quarrying districts in the 
county of Bohus. 

When the question of location became the 
subject of more general debate in our country 


in the mid-1940s, it was mainly for other reasons 
that it aroused interest. Population development 
had long been marked by large migration from 
the rural areas to the cities and other more 
densely populated districts. This was made pos- 
sible by extensive rationalisation within agri- 
culture. It was at the same time of fundamental 
importance for the great expansion in industry, 
trade and other urban occupations. From the 
beginning of the 1940s the migration from the 
rural areas showed a tendency to increase. In 
the period 1931—1940 agriculture lost 325,000 
persons to urban occupations; in the following 
decade, 1941—1950, the corresponding loss was 
480,000. A considerable part of the manpower 
that was no longer required in agriculture ob-— 
tained new employment in the expanding popula- 
tion centres in the countryside, so that if the rural 
areas are regarded as a whole larger population 
changes do not appear. The agricultural com- 
munities did, however, suffer a continuous and 
in some cases considerable decrease in population. 
In agricultural circles this development was 
viewed with concern, since if it continued it could 
be expected to lead to considerable economic and 
social inconveniences for the people who re- 
mained in the sparsely populated districts. 


From various quarters, too, the point of view 
was put forward that too great an expansion of 
the biggest cities was not desirable. Attention was 
drawn on the one hand to the great costs that 
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were considered to be involved in an expansior 
of the big cities, on the other hand to the social 
problems created by a city environment and ac- 
centuated by the housing shortage and long trav- 
elling times for the working population. 


In places that were dominated by one firm or 
one industry it was considered desirable to bring 
about a more varied economic life to make the 
district less sensitive to economic fluctuations. 
Town and country planning achieved at this 
time greater importance than it had had previ- 
ously, by the establishment of the general and 
regional planning institutions. Thus the local 
authorities became more interested in creating 
communities and larger regions with a well- 
balanced economic life and desirable population 
structure. 

Proposals were put forward in several motions 
in the Riksdag in the latter part of the 1940s 
that society, by influencing the location of in- 
dustry, should try to affect population move- 
ments with the aim of slowing down the rate of 
migration from the country districts and damp- 
ing down the expansion of the large towns. In 
discussions of locational problems in the Riksdag 
and in the press the location of industry and the 
possibilities of influencing it took a central place. 


The central position of the supply of labour 


At the same time the question of location 
became of greater practical importance within 
industry, primarily because of changed conditions 
on the labour market. Even at the end of the 
1930s firms, in choosing a site for a factory, 
only needed to take the availability of labour 
into consideration, broadly speaking, when it was 
a matter of the production requiring labour of a 
special skill. Since there was a mobile reserve of 
labour looking for job opportunities, the recruit- 
ment of labour otherwise presented no major 
problems. In the middle of the 1940s we entered 
for the first time a period in which manpower 
was a limiting factor in industrial development. 
The reasons for this are well known. The high 
level of economic activity created the conditions 
for a considerable expansion in manufacturing 


industry and in other urban occupations, while 
the working population increased at a much 
slower rate and at the beginning of the 1950s 
remained almost stagnant. 

The most important aspect of this as regards 
location was that the labour supply showed sig- 
nificant differences as between different places 
and different regions. The reasons for this were 
ia. that the age distribution of the working popu- 
lation was not so favourable as before, so that 
there was a certain sluggishness in the adjust- 
ments of the labour force to shifts in the eco- 
nomic structure, and the difficulties in getting 
accommodation. The shortage of manpower was 
especially prominent in the big cities and the 
concentrated industrial areas, while possibilities 
of satisfying personnel requirements in the coun- 
try districts, where industry was less developed 
or was expanding at a slower rate than in other 
districts, were much more favourable. 

Manpower conditions and local amenities be- 
came, in short, a far more important factor in 
location decisions than in earlier periods. Firms 
in the areas where there was a shortage of labour, 
wishing to increase their productive capacity, 
were faced with the choice of either building 
extensions in proximity to their present plant, 
with the risk of being unable to recruit the 
necessary personnel, and in any case of increas- 
ing the competition for the scarce labour supply 
with the effects that that could have on the wage 
situation and labour turnover, or placing their 
extension in a new and, from a recruitment point 
of view, more favourable place. In some cases 
the question of removing their entire activity 
might be raised. In the choice of a location for 
new, fairly large undertakings it was natural for 
greater consideration to be given to labour supply 
conditions and local amenities than was _ previ- 
ously the case. 

The interesting thing in the problem of location 
thus was that while in the general discussion it 
was thought that the migration from the rural 
districts via small towns and urban districts to 
the big cities was excessive, industry in the latter 
places had great difficulties in satisfying its 
labour requirements. Thus for entirely different 
reasons the interests of industrial firms as far as 
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location was concerned coincided with the aims 
of society for the distribution of economic ac- 
tivity among the various districts. 

The question of location was also discussed in 
the central organisations of industry. In itself it 
seemed natural that labour should move in search 
for industry, and that society should by various 
methods facilitate the adjustment of the labour 
force to structural changes in the economy. How- 
ever, when sufficient recruitment was not pos- 
sible in the large towns, a certain decentralisation 
of industry was an alternative possible way of 
solving the manpower problem. It was realised, 
too, that the location of industry was of great 
significance for social and population develop- 
ment in different parts of the country, and that 
the interests of society were worthy of considera- 
tion in the firm’s choice of location. In order to 
help attempts at decentralisation within industry 
the Productivity Centre, founded jointly by the 
Swedish Employers’ Confederation and the Fed- 
eration of Swedish Industries, began in 1946 an 
advisory service on questions of location for 
industrial undertakings. 


Government interest in location 


The government, too, showed increased interest 
in questions of location. Already before the au- 
thorities had tried to stimulate the growth of 
smaller industries through the giving of advisory 
aid and the granting of loans. At about the same 
time as the advisory service on locational ques- 
tions was started within industry the Labour 
Market Board began a similar activity, concerned 
chiefly with manpower considerations. It was 
natural that these industrial and state organs 
should co-operate in these matters. The expert 
knowledge on labour questions available from 
the government labour market authority was of 
great value to the industrial organisation. The 
state authority through this contact was able to 
make clear some of the aims of society in the 
matter of the expansion of economic activity in 
different parts of the country. The industrial 
organ in its turn had the opportunity of explain- 
ing to the authorities the business economic inter- 
ests in the matter of location. The common aim 


of their activity was to try to bring about a 
regional distribution of production in accordance 
with the interests both of the firms and of so- 
ciety. 

It became evident that the advisory service on 
locational questions supplied an important need. 
The increased significance attributed to labour 
supply in the choice of a site for a new under- 
taking or an extension made the question of 
location more complicated. Possibilities of making 
the investigations that were necessary to ascertain 
the labour supply situation in different places 
were limited for the individual firm. Besides, it 
took time to collect from different local au- 
thorities the other information of significance for 
decisions on location, e.g. the availability and 
price of industrial sites, the state of communica- 
tions, local taxes, etc. The necessary investiga- 
tions could be made much easier by resort to a 
central organ with better information on these 
various matters. In cases where several places 
were equally suitable from the firm’s point of 
view, the advisory organ had the opportunity of 
trying to persuade the firm to choose the place 
that was most suitable from the point of view of 
the general interest. 

However, these measures were not considered 
sufficient by the government. In order to slow 
down directly the rate of expansion of the large 
towns they soon began to use building regulations 
as an instrument for influencing industrial loca- 
tion, although this power was used with great 
caution. When applications for building licences 
for new undertakings or extensions in the biggest 
cities were dealt with by the authorities, they 
raised in discussion with the firm the question 
as to whether it would be possible to locate the 
production somewhere else. In some cases this 
led to the firm’s re-examining the question of 
location. There are, however, examples of cases 
where the granting of a building licence depended 
on the site intended for use by the firm. 

In 1947 a government investigation into the 
location of business began, with the object of 
obtaining a more thorough knowledge of the 
problems involved in the regional development 
of population and society, and an understanding 
of what measures to influence location it might be 
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necessary for society to undertake. The commit- 
tee argued in its report that for several reasons 
it was desirable that the state should pay greater 
attention to questions of location. They recom- 
mended, as a means of directly affecting the in- 
dustrial firms’ choice of location, advice and in- 
formation along the lines already pursued. On 
the other hand, in the committee’s opinion, there 
were strong reasons against a special licence 
system as a means of preventing unsuitable loca- 
tion. However, as long as the building regulations 
remained, they should be used as an instrument 
of location policy. 

The chief stress in the report was laid on the 
question as to how society, by co-ordinating vari- 
ous policies that affected the conditions of eco- 
nomic development in different regions, could 
contribute to the achievement of such a distribu- 
tion of population and economic activity as would 
be considered satisfactory from the points of 
view of economic, social and defence policy. The 
foundation for such a policy should be extensive 
investigations of the probable consequences of the 
various alternatives for economic development 
in the respective regions. 

A special government committee should be set 
up as a co-ordinating body for location policy. It 
should be equipped with extensive powers to 
direct investigations and research in the field of 
location, and should also have power to affect 
the actual plans of other authorities where these 
were of significance from the point of view of 
location policy. Although the majority of inter- 
ested parties expressed themselves in favour of 
society taking an interest in questions of location, 
the proposal to establish a committee with such 
wide terms of reference met with strong criti- 
cism. Industrialists pointed out, for instance, that 
the complicated and many-sided problems involved 
in the question of location had certainly not been 
satisfactorily investigated and that, until better 
information was available, it was impossible to 
say what measures of location policy were neces- 
sary. In these circumstances there was a risk that 
the judgements of the organ might be excessive- 
ly influenced by haphazard and temporary shifts 
of opinion. Even if better information were 
available it would probably meet with insuperable 


difficulties in the task of dealing with all the 
problems relevant to its work. 


The question of state activity in location policy 
came up again in the discussion on a government 
proposal before the 1952 Riksdag concerning the 
organisation of the Labour Market Board. In 
the question of direct measures to influence 
firms’ choice of location the proposal followed 
the recommendations of the investigating com- 
mittee, but with substantial modifications in other 
recommendations. 


Tt was argued that knowledge of the conditions 
that were of significance for the location of 
industry was far from complete, and that there- 
fore the primary duty for the government organi- 
sation was to study thoroughly and collect to- 
gether the available material, and to encourage 
special investigations and other research. Thus 
not only would knowledge on the various prob- 
lems of location be acquired, but also a better 
foundation would be laid for a sound location 
policy. It was assumed in the proposal that there 
would be effective co-operation between the state, 
local and private organisations working on ques- 
tions of location. 


The structure of location policy 


State activity in this field is now carried on, 
broadly speaking, according to the principles laid 
down in this proposal. Of considerable interest 
is, i.a., the planning that has been started experi- 
mentally in certain counties. Its aim is to classify 
information on population and economic life in 
the various regions, and to estimate the future 
supply of manpower and the ability of industry 
to provide employment for it. Such a classifica- 
tion can of course be valuable for industry and 
facilitate town and country planning. It is, how- 
ever, important that steps should not be taken on 
the basis of these investigations to preserve the 
geographical structure of the population and tie 
the labour force to areas where the natural con- 
ditions for production to be carried on economi- 
cally are poor. 

Discussions on location have continued in recent 
years. In the Farmers’ Party it was felt that 
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rural interests were insufficiently catered for in 
the current government policy. Far reaching meas- 
ures were proposed in the Riksdag aiming at an 
expansion and differentiation of rural economic 
life, primarily through increased industrialisation. 
In this way the necessary population basis for a 
considerable expansion of cultural and material 
amenities in rural districts might be obtained. 
The motion, however, largely ignores economic 
realities, and almost seems to have been made 
from opportunist motives. Among the Social 
Democrats attention has been given to the ques- 
tion of industrial location both in the Riksdag 
and in the press. Demands have been made for 
increased state influence on the choice of sites 
for industry. In a government proposal before 
the 1956 Riksdag dealing with the prolongation 
of the law on building licences it was stated that 
in future greater weight than before would be 
given to locational factors in considering appli- 
cations for building licences in the large towns. 
This increased intervention in the freedom of 
action of manufacturers was very generally re- 
garded as justifiable. A more careful analysis of 
the socialeconomic consequences of industrial 
expansion in different types of community and 
different parts of the country was not presented. 
The majority in the Riksdag approved the pro- 
posal, but pointed out that state intervention in 
location must still be carried on with caution, 
especially considering the very large gaps in the 
knowledge necessary for the formation of a 
definite policy on location. 


Decentralisation tendencies 


In connection with this survey of the develop- 
ment of locational policy it seems desirable to 
consider the extent of decentralisation and the 
experience that has been acquired. Unfortunately 
exact information is not available on how many 
firms have since the mid-1940s moved a part or 
the whole of their production from big cities and 
concentrated industrial districts to places in rural 
areas. According to an approximate calculation 
it seems to be a matter of several hundred 
factories with a total of about 18,000 employees. 


The large number of small branches that were 
started at the end of the 1940s and have since been 
closed down is not included in this calculation. 

Nearly half of these workers were employed 
by firms that either have entirely shifted their 
activities from Stockholm or are branches of 
Stockholm firms. Also it is known that in recent 
years there have been very few large new firms 
established in the biggest cities. The actual cases 
have concerned industries so closely tied to the 
region that establishment elsewhere was not a 
realistic alternative from the business economic 
point of view. 

Experience of industrial decentralisation has 
on the whole been favourable. Costs of produc- 
tion have been lowered by the lower wage levei, 
smaller labour turnover, lower site and building 
costs, etc. These advantages have more than 
compensated for the higher costs of transport 
and administration involved in some cases. It has, 
however, become clear that if branch factories 
are to give satisfactory economic results they 
should be of such an order of size as to be from 
the point of view of production fairly independ- 
ent units. 

Possibilities of decentralisation are however 
widely different in different industries, depend- 
ing on the methods of production. Some firms 
in the big cities supply chiefly the needs of the 
local market and can therefore not shift their 
production elsewhere. In other cases the firm 
may need highly qualified technical staff or ~ 
specially skilled labour that could not be recruited 
in a smaller place. The service industries, which 
require direct contact between producer and 
customer, form another category. Previously 
established heavy industries must often, because 
of transport costs, place any extensions close to 
their present plant, etc. 

The argument, sometimes used in the debate 
on location, that industry is excessively concen- 
trated in the large towns and that this has been 
the driving force in the expansion of these towns 
is obviously not true of the development in the 
last few years. Nor was there in the inter-war 
period any tendency to a concentration of new 
establishments of firms in the large towns. The 
increase in the number employed in industry in 
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these places was largely the consequence of the 
expansion of firms already in existence. 

Also, in the large cities the proportion of the 
working population employed in industry has 
been declining for some years, while in the whole 
country industry has been giving employment to 
an increasing share of the population. In the 
three largest cities, according to the census this 
share fell by 7 % between 1920 and 1950, and 
in the eight cities next in size by 5 %. In the 
whole country, on the other hand, the proportion 
of the working population employed in industry 
increased by 18 %. Also, the increase in employ- 
ment within industry has been at a much slower 
rate in the three largest cities than in other 
towns. A study of the Board of Trade industrial 
statistics has shown that the number of persons 
employed in manufacturing industry in Stock- 
holm, Goteborg and Malmo with their suburbs 
has increased by 65 % between 1930 and 1950, 
while the corresponding increase in other towns 
(excluding those founded after 1930) was 90 %. 

Between 1950 and 1954, according to the same 
source, there was an absolute decrease in the 
numbers employed in manufacturing in the three 
largest cities of 8,000 persons (ie. 4 %) while 
for the rest of the country the numbers employed 
in manufacturing rose by 10,000 (approximately 


2 %). 


Future Government influence 


Against this background of previous tendencies 
in the location of industry and the conscious de- 
centralisation of industrial installations in recent 
years, it seems reasonable to question whether 
increased state intervention to prevent new es- 
tablishments and extensions in the larger towns 
is justified. Such a policy seems even more sur- 
prising when one realises that the state authorities 
still lack the knowledge that is essential in judging 
what distribution of population and economic 
activity among the different regions is most 
desirable from a general social point of view. It 
may be mentioned in this connection that in 
England they have come more and more to aban- 
don compulsory measures in favour of a more 
flexible system relying on voluntary and positive 


methods of persuasion. Industrialists are also 
definitely opposed to state regulation of the lo- 
cation of firms. There is a great risk that in 
such regulation the industrialists’ point of view 
will be sacrificed to an unclearly defined social 
interest, so that the development prospects and 
competitive power of the firms would be weak- 
ened. The industrialists think too, that it is una- 
voidable that the decisions of the authorities 
would be based to a large extent on pure value 
judgements and thus would leave plenty of room 
for arbitrary decisions. 

The more important side of location policy is 
not merely the prevention of extensions and new 
establishments of industrial firms in the larger 
cities, but the attempt at positive co-operation 
towards the achievement of a pattern of location 
that will satisfy industrial interests and at the 
same time enable, for instance, better use to be 
made of the available labour resources. In this 
case, due to its flexibility and effectiveness, in- 
creased availability of advice and information 
is a far better method than compulsory measures. 

Another means to a more effective policy is 
the use of indirect measures, for instance im- 
proved communications, to facilitate the estab- 
lishment of factories in the districts where an 
expansion of industry seems important from a 
social point of view. Here we are clearly faced 
with a difficult problem of balancing alternative 
claims on resources, which we cannot here go 
into in detail. Quite simply, we are faced with 
the question, whether it is justified from eco- 
nomic, social and cultural standpoints to attempt, 
by means of more or less costly public invest- 
ments, to improve the conditions for industrial 
and other activity in a certain region, instead of 
taking steps to facilitate the mobility of labour 
between districts and between trades so that work- 
ers for whom local industry offers no employment 
can find jobs in other places. If great weight is 
attached to the social considerations this must af- 
fect the rate of economic progress in the whole 
society in an unfavourable direction. As long as 
we are without a basis for judging what is from 
the general point of view a desirable geographical 
distribution of economic activity there is every 
reason for exercising great caution before under- 
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taking measures of this sort that will greatly 
disturb the pattern of location. Social investments 
should rather be adjusted mainly to the natural 
tendencies in economic development. This would 
however permit the improvement of facilities in 
regions where development has obviously been 
hampered because society has given a low priority, 
for instance, to the maintenance of a suitable 
standard in communications. 

One of the most important motives for the 
intervention of society into the location of in- 
dustry has been, as was mentioned previously, the 
problems connected with migration from the rural 
areas. Nowadays it seems to be agreed that these 
problems are not to be solved by placing middle- 
sized and large factories in agricultural districts 
and their small population centres. The local 
amenities necessary for such firms to carry on 
production successfully and satisfy their labour 
requirements can only be maintained in popula- 
tion centres. From other points of view, too, 
such a widely scattered distribution of industry 
does not seem desirable. The chances of getting 
a greater variety of economic activity in the 
country districts proper seem to depend chiefly, 
as in the past, on small industry and such service 
industries as cater for agricultural needs. A 
dynamic small industry based on local personal 
initiative is thus of great significance for the 
agricultural districts. 


The present tendency to move factories from 
the large cities to small and medium-sized com- 
munities should also, thanks to improved com- 
munications, open out fresh opportunities for rural 
development. Already a large number of people 
are travelling from their homes in the country to 
work in the population centres. With an improved 
road system and the rapid expansion of car own- 
ership, that we can rely on in the near future, 
the potentialities of this can be considerably in- 
creased. The worker will in the future have much 
less need than at present of a house close to his 
place of employment. Improved communications 
also, of course, diminish the isolation of the 
sparsely populated areas and give the rural popu- 
lation a better chance of access to some of the 
amenities the population centres have to offer. 
Another factor that may affect rural population 
development is that we can expect to have in the 
future a considerably increased number of people 
building their own homes. Judging from experi- 
ence abroad it seems probable that this will take 
place to a not inconsiderable extent outside the 
densely populated areas. A development of the sort 
touched on here can be promoted if, in the plan- 
ning of population centres, an attempt is made to 
create communities that are attractive sites for 
industry and at the same time can be commercial 
and cultural centres for the surrounding country. 
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THE ECONOMIC SITUATION 


The balance between consumption 
and investment 


The rate of increase of total production in the 
Swedish economy has been damped down con- 
siderably since 1955. The average rate of increase 
of the real national income for the period 1946—- 
55 was 3.7 % per annum. The corresponding 
increase for the year 1955—56 was only about 
2 %, and in the national budget for 1957 a 
similar increase is assumed for the current year. 
In this a slowing down in the rate of increase of 
industrial production is particularly noticeable. 
As has been pointed out in previous surveys, a 
relative slowing down in the development of 
industrial production has been characteristic of 
the entire period 195156; the index of industrial 
production has risen on average during this 5- 
year period by 2.5 % per annum, as compared 
with nearly 5 % per annum in the 5-year period 
1946—5I. 

It is reasonable to regard this recent slackening 
in the development of production as to a certain 
extent an unavoidable secondary effect of the 
strongly restrictive economic policy that was 
introduced in 1955. The pressure of demand has 
been relaxed and market conditions have deterio- 
rated for some branches of industry. It is prima- 
rily the investment sector that has been hit by 
the restrictive policy, in this case of course es- 
pecially by the credit policy. The total volume of 
investment has remained almost unchanged during 
1955 and 1956 (the average increase is only 1 % 


considerable risk of a future shortage of electric- 
ity. 

This lagging behind of investments in recent 
years — and as far as industry is concerned 
since 1951 — must necessarily bring about in- 
creased strains and imbalance within the econ- 
omy. It is not possible, in the long run, to damp 
down inflationary tendencies by a one-sided re- 
striction of investment expenditures in important 
sectors of the economy. 

This problem has been made topical by the 
publication of the findings of the 1955 investiga- 
tion into long term economic tendencies, ‘“Balan- 
serad Fxpansion”. This report shows, on the one 
hand, that the total increase in production in the 
period to 1960 is likely to take place at a slower 
rate than the average for the post-war period to 
date due to the intention of shortening the normal 
working week from 48 to 45 hours. On the other 
hand, the investigation of investment require- 
ments has made clear the existence of a demand 
for a considerable increase in the share of invest- 
ment expenditure — i.e. in the total savings quota 
in the economy — aboye the present level. In 
this way the postponed and urgent needs of 
houses, roads, schools, various types of industrial 
investments, etc., will be met to a somewhat more 
satisfactory extent. The result of such an in- 
crease of the share of investment within the 
limits of the possible increase in total production 
must be a corresponding restriction of expenditure 
on consumption. When the considerable rise in 
consumption expenditure by the public sector 


that is regarded as unavoidable, and increased 
payments of pensions — in consequence both of 
an increase in the number of old people and of 
a rise in the standard — are taken into account, 
the room for an increase in private consumption 
in the period up to 1960 seems extremely limited. 
On a relatively pessimistic view the conclusion is 
that an almost static level of private consumption 


_ per annum) while the volume of consumption has 
_ expanded during the same period by nearly 3 % 
_ per annum. The rate of industrial investment has 
remained approximately constant since 1954, 
4 but barely exceeds the level of the peak in 1951. 
_ Investments in power stations, an investment 
sector of the utmost importance for economic 

development, have been reduced, and there is 
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will be maintained and in any case the available 
resources will barely permit an annual increase 
of more than one per cent. 

The 1957 wage agreements should be studied 
against the background of the recent develop- 
ments outlined above and of the outlook for the 
future as depicted in the above mentioned “Ba- 
lanserad Expansion”. The rate of increase of 
personal incomes — over 80 % of this consists 
of wage incomes — has in recent years been too 
fast. In the period 1954—56 the increase in total 
personal money incomes has been of the order of 
8—10 % per annum. Taxes, savings and above 
all a considerable increase in the prices of con- 
sumption goods (by 4—5 9% per annum) have 
reduced the increase in the volume of consump- 
tion to 2—3 % per annum — still an excessive 
increase in the view of the long term investiga- 
tion. A considerable damping down of this in- 
come inflation can hardly be hoped for for 1957. 
The collective bargains concluded this spring in 
accordance with the general agreement between 
the central organisations on the labour market 
on a two-year contract (see below) should cer- 
tainly involve a respectable limitation of the 
previous rate in that section of wage increases. 
However, against the restraint in wage formation 
in large sections of the labour market must be 
set the very considerable wage increases that are 
to be expected for groups of wage and salary 
earners whose incomes have been lagging behind ; 
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large increases are expected especially for salaried 
employees in both public and private sectors, 
while a certain amount of general wage drift is 
more or less unavoidable. 

In the national budget for 1957 one theoretical 
alternative development that was considered as- 
sumed an increase in total income similar to that 
estimated for 1956 —- an alternative that does 
not seem very unrealistic in the present situation. 
This involved an increase in the sum of personal 
incomes of about 8 %. If we start out from this 
figure and take into consideration the changes in 
taxation during 1957 (including increased pay- 
ments of income tax arrears, increased pension 
contributions and progressive taxation on the in- 
creased incomes), we reach, with reasonable as- 
sumptions about the savings quota, an increase 
in potential consumption expenditure of the order 
of 5 Y. In the same national budget the estimated 
space for increased private consumption was I % 
— a figure that corresponds fairly well with the 
distribution of resources between investment and 
consumption suggested in ‘“Balanserad Expan- 
sion”. Thus there is a risk that an economic policy 
that aims at a severe limitation of the develop- 
ment of consumption in order to leave more room 
for investments will again — as in 1956 — be 
unsuccessful. An alternative way of posing the 
problem is to say that savings threaten to be 
inadequate for the planned — and largely es- 
sential — increase in investment that is intended 
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in the national budget. The “solution”? may be 
— as on previous occasions — increased imports, 
a greater deficit in the balance of payments and 
price increases. In fact since the middle of 1956 
the cost of living index has for various reasons 
risen by about 3—4 %. Further price increases 
or a policy directly restricting consumption seem 
to be the only alternatives; of these only the lat- 
ter can be regarded as furthering an approach 
towards a balanced economy. The proposal put 
forward at the end of March for a special energy 
tax (on coal, oil and electricity) may be charac- 
terized as a step in this direction. 


The labour market 


The tendency towards a slackening in the 
demand for labour has continued in recent 
months, although the Jevel of employment must 
still be regarded as being very high. It is to be 
expected that a slowing down of production and 
investment may gradually lead to a further 
diminution in the demand for labour in several 
areas. 

Considering the small space for wage increases 
that was estimated to be available in the present 
year, the main organisations on the labour market 
thought it desirable to try and reach a central 
agreement determining the limits to the wage 
negotiations for various groups of employees. 
Such a central agreement applying to the years 
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1957 and 1958 was reached between the Employ- 
ers’ Confederation and the Federation of Trade 
Unions on the 21st February. According to this 
agreement wages in the first year are to increase 
on the average by 2 % or 10 Ore per hour — 
whichever is the greater; while in the second year 
piece rates are to be raised by 2 % and time rates 
by 3.5 %. The agreement concerning 1958 takes 
account of the reduction by one hour to 47 hours 
in the normal working week. Since the agreement 
is for two years the employees demanded a certain 
index guarantee. If in November 1957 the cost of 
living index has reached or exceeded the figure 
of 150 the Federation of Trade Unions has the 
right, before the end of December, to call for 
new negotiations. In January of this year the 
index was at 144. The cost of living index can be 
expected to rise in the next few months partly as 
a consequence of increased rates for the services 
provided by public utilities. Price increases result- 
ing {rom new sales taxes will, however, be elim- 
inated in calculating the “ceiling’’ for the pro- 
longation oi the central agreement. 

This two-year agreement has been the basis 
for the collective agreements that have been 
reached so far. No central agreement has, how- 
ever, been concluded for the salaried workers 
and completely separate negotiations have taken 
place as usual. In December last year agreement 
was reached on a new scale of payments for state 
employees, and this has since been approved by 
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the Riksdag. This involves an increase in govern- 
ment wages costs by about 200 million kronor 
per year, and an increase in earnings for state 
emplovees of about 8 %. This agreement aimed 
at abolishing the lag from which state employees’ 
earnings had suffered compared with those of 
privately employed workers, who had had, besides 
the negotiated increases, a considerable wage 
drift. Since then negotiations about wage in- 
creases for 1957 have begun. Demands for rela- 
tively large increases (8—10 % or more) have 
been made by several other categories of salaried 
employees. Thus, in spite of the relatively moder- 
ate central agreement for wage-earners, a con- 
siderable increase in money incomes from work 
is to be expected for the current year. 


Foreign trade 


Foreign trade in 1956 showed a somewhat 
lower import surplus than that of 1955, 1,380 
million kronor as compared with 1,404 million 
kronor. The import surplus with the EPU coun- 
tries diminished from 955 million kronor to 693 
million kronor, because exports to this area in- 
creased by 13 % while imports from this source 
increased by only 6 %. West Germany is the 
largest source of imports, supplying about 22 % 
of our total imports; Great Britain is the largest 
customer, taking over 17 % of our total exports. 
The next largest customer is West Germany, 
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Imports Exports Balance of Trade 


1955 1956 1955 1956 1955 1956 
West Germany . 2,260 2,513 1,183 1,371 —1,077 —1,142 


Great Britain. . 1,413 1,583 1,749 1.784 336 201 
United States . 1,009 1,171 440 516 —569 —655 
Netherlands . . 731 797 348 625 —183 —=172 
Norway - 72 3 2 330 422 867 821 537 399 
Erance peic'sviy i ATA AST 463 629 — 11 208 
Belpium 2... 2) ROL 52 45 458 = 86) — 769 
Denmark ... 375 384 36-5 18 556 143 172 
Italy . Aver 2Q2 324 263 322 >) 208 eae 
Brazile oy eg 272 305 158 213. —114 — 92 
Switzerland .. 219 221 110 144." 100" — aa 
Soviet Union . 165 219 76 137 — 89 — 82 
Emland). 3 « % 64 82 197 241 133 159 
Venezuela... 141 232 39 $4 102-178 
Poland spain < al22 155 gr 77 — 31 — 78 


with about 13 9% of our exports. No less than 
83 % of the total import surplus was with West 
Germany, a not inconsiderable increase compared 
with 1955. Trade with the sterling area showed 
an export surplus, which was, however, somewhat 
smaller than in 1955, 213 million compared with 
354 million kronor. Both imports to and exports 
from the dollar area increased by 20 % between 
1955 and 1956. The deficit increased from 746 
million to 924 million kronor, of which 665 was 
with the USA as compared with 569 million 
kronor in 1955. 

Of the increase in the value of imports in 1956, 
fuel accounted for 42 % and machines and 
vehicles for 39 %. Imports of cars were roughly 
speaking unchanged. The number of cars imported 
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rose by only about 1 % to 94,900. Of the in- 
crease in the value of exports about one third is 
accounted for by pulp and paper and a similar 
amount by machinery. The value of exports of 
ships fell by about 45 million kronor to 495 mil- 
lion kronor. In the present year, according to 
the estimates in the national budget, imports are 
expected to rise to 11,700 million kronor and 
exports to 10,500 million kronor, so that the 
balance of trade should show a deficit of about 
1,200 million kronor as compared with 1,380 
million in 1956. The net income from shipping is 
expected to be 1,325 million kronor, somewhat 
more than 10 % higher than last year. Exchange 
reserves are estimated to increase by 100 million 
kronor, In the matter of price developments, the 
national budget estimates that import prices are 
likely to rise by 4 % and export prices only by 
1 %. Our terms of trade should thus deteriorate 
by 3 %. 

Exports and especially imports have increased 
considerably during the first two months of this 
year and the import surplus has been much 
greater than that of the corresponding period last 
year. To about one third the rise in imports has 
been a consequence of the heavy imports of fuel. 
During January and February oil imports were 
10 % greater than one year earlier. Considerable 
increases may also be noted in imports of iron, 
steel and machinery. 


Import 


Imports surplus 


Exports 


(Million Kronor) 


Jan.—Febr. 1952... . . 1,675 1,530 45 
> SSE 1,293 1,042 251 
> MTOR AY. 3 5 eo 1,340 1,075 265 
> BLOSS 30 < 3 1,646 1,361 285 
? > 1956. 1,722 1,357 365 
> oe 2,191 


1,709 482 


The credit and capital markets 


The request by the Riksbank for a cutting 
down of commercial bank credits for purposes 
other than house building caused a decline of 
3 Ye on the average in total advances last year 
from the 1955 level. Since credits to the housing 
sector increased during this period, this develop- 
ment meant that there was a still greater decrease 

in advances to industry, trade etc. Advances to 
the public from the commercial banks amounted 


im 
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to barely 68 % of their total assets last year, as 
compared with over 70 % in 1955. This is itself 
a considerably lower figure than those reported 
at the beginning of the 1950s. 


The Position of the Commercial Banks. 
(Million Kronor) 


1955 1956 1957 
Assets Dec. Febr. Dec. Jan. Febr. 
Cash... 1... 958 376 788 643 539 
Treasury bills. . . 569 =-:1,118 692 1,076 1.282 
Swedish bonds. . 2,389 2,532 2,602 2,611 2,637 
Advances + « 10,530 10,496 10,638 10,669 10,678 
Banks abroad . . 386 369 659 673 673 
Sundry accounts . 964 771 1,161 684 697 
Total 15,796 15.662 16,540 16,356 16,526 
Liabilities 
Deposits . » 12,609 12,874 13.090 13,356 13,502 
Banks abroad . . 303 283 332 343 358 
Share capital and 
reserve funds. . 1,210 1,211 238 1,238 1,238 
Sundry accounts 1.674 1,294 1,880 1419 1,428 
Total 15,796 15,662 16,540 16,356 16,526 


Last year about 18 % of the banks’ assets 
consisted of government bonds and treasury bills. 
This means that about 18 % of the total national 
debt was held by the commercial banks. Towards 
the end of the year considerable government bor- 
rowing was necessary, partly to finance the repay- 
ment of excess preliminary tax payments and 
this borrowing had mainly to be made from the 
Riksbank against treasury bills. Of the long-term 
4 3/4 % government bonds issued on the roth 
December, payments of only about 150 million 
kronor were received before the end of the year. 
The Riksbank’s portfolio of treasury bills rose 
because of this by 650 million kronor in the last 
three months of last year, and at the end of the 
year amounted to 2,350 million kronor, a level! 
that has only been exceeded twice previously, in 
the spring of 1951. In the first three months of 
this year the Riksbank’s holding of short-term 
government debt has diminished somewhat but 
only by about 50 million kronor. The develop- 
ment of government borrowing throws light on 
the tight situation on the capital market. In spite 
of the higher interest rates the state has been 
unable to satisfy its requirements by issuing 
bonds. The long issue of 4 3/4 % stock in De- 
cember brought in a total of not more than 200 
million kronor. 
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Over the whole of 1956 the national debt rose 
by about 5 % to 16,966 million kronor. The total 
balancing of the state budget aimed at for the 
budget year 1956/57 seems, everything consid- 
ered, to be outside the bounds of possibility. Be- 
tween June 1056 and February 1957 the state has 
increased its borrowing by nearly 1,800 million 
kronor. Even if the remaining part of the budget 
year shows a considerable surplus on current 
account a large deficit in the total budget can 
probably not be avoided. The major part of the 
borrowing has been against treasury bills; the 
outstanding stock of these has risen during the 
period under consideration by nearly 1,500 mil- 
lion kronor. 

In the annual budget proposals the Minister 
of Finance said that total balancing would be 
aimed at again for the budget year 1957/58, but 
that it would be impossible to achieve this. Even 
before the salary increases for government em- 
ployees were included in calculations of state 
expenditure the total budget showed a need for 
borrowing about 650 million kronor, and this 
sum will thus certainly increase further during 
the course of the year. This need for loans for 
the public sector must affect the chances of other 
borrowers of acquiring capital if the government 
borrowing takes place on the capital market. 
There is a great need for borrowing for power 
works and for many industrial enterprises. It is 
now four years since a purely industrial loan has 
been raised on the Swedish bond market. 

Difficulties in obtaining bank credit for in- 
dustry and in raising loans on the bond market 
are reflected in the considerable increase of new 
issues of shares last year. Additions to industrial 
capital through new issues amounted to 300 mil- 
lion kronor as compared with 209 million kronor 
in 1955. In the last three years private industrial 
companies have issued shares amounting alto- 
gether to about 700 million kronor. 

Towards the end of last year a rather quiescent 
mood was noticeable on the share market; this 
was followed in the new year by a more active 
phase with considerably increased sales and sig- 
nificant rises in share prices. To some extent a 
need for the purchase of shares, withheld since 


the autumn, seems to have come forward, while 
a shortage of material would appear to have ac- 
centuated the rise in prices. 

The inflationary pressure has meanwhile been 
obvious. The budget put forward at the opening 
of the Riksdag and the government’s estimate of 
economic prospects for the near future had an 
immediate stimulating effect on share prices. The 
immediate increase in these prices has, however, 
been relatively moderate. Apprehensions about 
the value of money seem to have been reduced 
by the conclusion of the central agreement on the 
labour market, but at the same time there seem 
to have been some doubts about the earnings 
prospects of the companies when considered 
against the background of cost increases and 
difficulties of obtaining finance. In March, how- 
ever, the activity on the stock market was con- 
siderably increased and at the end of the month 
the share prices were on average 7 % higher than 
in the beginning of January. 

As usual during the period before the publica- 
tion of the annual company reports, special in- 
terest has been shown in the shares of many 
companies that have been considered able to give 
special favours to the shareholders. The company 
results announced so far have not, however, 
contained any surprises worth mentioning. 

Dividend increases have been few, and in some 
cases expected bonus issues have failed to ma- 
terialise. 

Since the previous survey the following issues 
have been announced. 


Bonus issues 


Svenska Aeroplan AB . . . 2 new shares for every 5 old ones 
12,4 million kr 

AB Industrivirden. . . . . I new share for every 3 old ones 
10,0 million kr 

I new share for every 4 old ones 
8,9 million kr 

AB Hufvudstaden.... . I new share for every 4 old ones 


\ 4,0 million kr 


Svenska AB Gasaccumulator 


New issues 

Svenska Aeroplan AB . . . 2 new shares at 110.— for every 
5 old ones 12,4 million kr 

I new share at 125:— for every © 
6 old ones 5,9 million kr, 


Svenska AB Gasaccumulator 
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Some Statistical Data on Sweden's Economic Position. 


I. THE RIKSBANK. (Amounts in million kr.) 


Gold and Foreign Exchange Reserves Sight Deposits 
At the : hone Advances j etek Thereof 
End of Gold! Foreign 3 Total Bills Circulation Total peas 
Exchange Stat Comm. 
. Banks 
1938 707 750 I 457 106 50 1061 849 418 428 
1952 954 1 350 2 304 3 240 321 4577 1029 449 558 
1953 1130 1 491 2021 2 786 357 4835 545 303 180 
1954 1370 1 104 2 474 3 267 99 5 087 441 289 150 
1955 1 426 T 004 2 430 4023 25 5 319 747 321 418 
1956 1 376 1072 2 448 4390 21 5 598 504 260 241 
£956 | 1957| 1956 | 1957| 1956 | 1957| 1956} 1957 | 1956) 1957 | 1956 | 1957 | 1956 | 1957 | 1956 | 1957 | 1956 1957 


Jan. |1437|1325] 929}1078] 2 366] 2 403] 3693/4140] 24 | 20) 5 047| 5 334] 505 | 470 | 288 | 291 | 272 | 175 
Feb. |1405]1325| 961]1025} 2 366| 2350) 3626/4103] 23 20] 5 014! 5 337) 514 | 373 | 333 | 269 | 172 | 93 
Mar. |1412|1306] 934]1157| 2346] 2463] 3603/4322] 44 19} 5 073] 5 271| 325 | 462 | 213 | 316 | 108 | 143 
April | 1391 924 231 379! 23 5 130 370 202 165 

May | 1374 852 222 359! 177 4 obs 312 231 79 

June | 1 328 921 2249 3 787 208 5 108 323 207 112 

July | 1347 21 2 268 3971 21 4949 499 210 287 

Aug. | 1 358 91 2249 3944 Zo 5 047 357 105 ae 

Sept. | 1359 955 2 314 3759 107 5 129 234 164 7 

Oct; | 1369 960 2 329 3.959 22 5 235 248 85 160 |, 
Nov. | 1 371 1037 2 408 4010 27 5 316 317 199 113 

Dec. | 1 376 1072 2448 4 390 21 5598 504 260 241 

1 Market value. — * Net claims on foreign countries. 


II. COMMERCIAL BANKS. (Amounts in million kr.) 


Advances Deposits 
; Net Claims 

At the Swedish ; 

Cash on Forei Overdrafts 
eee Bonds* | "Countries | Bills Loans» | “and Other | Total Wouls Ble. 

Advances 

1938 601 I 1 163 2795 70 4 338 4260 1152 
oe I 76 uae 2 506 5 ee: 1 668 9 848 10 358 2618 
1953 640 3 345 9 2 568 5 1798 9932 11 839 2 591 
1954 647 3 04 12 2 903 5 833 2 356 11 092 12 727 2519 
1956 95 295 169 2731 5355 2 444 10 530 12 609 2422 
1956 788 3.295 437 2 613 5 088 2 937 10 638 13 090 2 660 


1957 | 1956 
; 3 382 3687] 174] 427 | 2720] 2 557] 5 281] 5 077] 2 503] 3.035 | 10 503/10 669] 12 830/13 356) 2 193 | 2 30. 
Feb. | 576 | 539] 3 650] 3939) 192] 414 | 2732] 2 547] 5 264] 5 092} 2 S00] 3 039| 10 496}10 678) 12 874)13 502] 2 152) 2 35 
3 388] 3 669) 157] 179 | 2 801] 2 663] 5 235] 5 097] 2 607] 3 149 | 10643]/10 909} 12 795|13 406) 2 121 | 2 302 


1957 


April | 542 3156 —19 2 822 5 232 2 672 10 726 12 499) 2116 
May | 514 2 898 —16 2857 5 223 2 892 10972 12 241 2 062 
June | 519 2 940 23 2 808 5 164 2 889 10 861 12 322 2191 

ul 7 2841 2791 5 144) z29g12 10 847 12 726 2165 
i aM 3185 Ae 2635 Sos 284 10 “af 12 824 2118 
Sept. | 460 3 173 340 2732 5 095 299) 10 825 12 737 2.009 
Oct. | 604 357 268 5 082 2 864) 10635 13 18 2 349 
Noy. | 561 351 ee 2 3 5074 2979 10751 1303 2215 
Dec, | 788 3 295 437 2613 5 088 2 937 10 638 13, 099 2 660 


+ Including Treasury Bills. 
cemee 
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54 
ily. OTHER CREDIT INSTITUTIONS, STOCK EXCHANGE 
: Turnover at the 
Savings Banks pines Turnover of | Yields on Bonds? | Stockholm Stock Share index? * 
Year Post Office the Postal Exchange® 
= Movange Sse é Industrial 
Month] Deposits! | Advances? Bankt ie ae} od Bonds | Shares Home Other 
Million kr. | Million kr. | Million kr. | Million kr. | % % 11000 kr.| 1000 ke, | Mdustries| Industries 
1938 3 O85 3, 069 606 24 986 2,32 2,92 243 931 149 103 
1952 458 7 934 z 576 240 900 3,31 3,62 298 583 152 217 
1953 9 081 8 562 2780 256 280 3,30 3,72 294 536 146 213 
1954 9 699 9 224 2950 279 958 3,39 3,70 292 834 100 267 
1955 10 339 9743 3118 307 §22 3,72 4,63 244 642 195 299 
1956 11 097 10 370 3 315 338 877 3,78 4,70 433 555 171 279 
1956 | 1957) 1956 | 1957 | 1956 | 1957 | 1956 | 1957 1986|1957 195611957 r9s6\r957 1956) 1957|1956|1957|1956\1957 
Jan. es. 3 464 | 32 150] 35 787| 3,74] 4,101 4,65] 4,94] 310 | $40] 533 | 768] 185 | 177 | 287 | 284 
Feb. . . 32 3.485 | 20 241| 21 871) 3,69) 4,15] 4,49] 5,03] 729 | 321 | 470] 711] 183 | 181 | 290] 291 
Mar. |10919 9948 3 268 | 3 497 | 33 145] 38 425] 3,67] 4,18] 4,46] 4,98] 347 | 403 | 636 |ror4] 181 | 182 | 288 | 296 
April : . 3273 23 117 3,71 4,39 268 42 178 281 
May E 3259 36 241 374 4,61 569 33 177 285 
June {10912 10 078 3 263 23 649 3:77 4,73 573 542 171 277 
July : 3 286 34 523 3577 4,79 321 71 175 284 
Aug. : : 3 301 19 509 3577 4,76 364 519 176 291 
Sept. |11.057 19.228 3 206 31 520 3,77| | 4,80] 173 530 175 299 
Oct. 3 323 24 225 3579 4,91 364 508 172 275 
Nov. : . 3318 34.930 3,80 4,88 38 620 171 275 
Dec. |11 097 10 370 3315 z5 628 4,10) 4,94 226 558 171 279 
1 At the end of each year or month. — ® Calculated on market prices at middle of months. The yearly figures represent 
averages of the monthly figures. — * Averages per Stock Exchange business day. — * Nom. value Jan. 1953 = 100. 
lV. OTHER STATISMI@G AbD A ieAs 
Roce aireds Unem- Wholesale Price Index 
Year National . Production payment (1935 = 100) Cost of 
or Debt! E in the Living 
xport (+) Index Trade Ind 
Month Imports Exports or Import |193s=100] Unions | Import | Export All rosea 
Million kr, | Million kr. Million kx.] (7) Surplus ee ences) Gan eee 
illion kr. 
1938 2 566 2 082 1 843 — 239 123 10,9 Ill 120 Ill 64 
1952 12710 8 947 8 134 — 813 202 2,4 407 449 3% 120 
1953 13 052 8 161 7 657 = s 204 2,8 375 37: 128 
1954 15 059 9 192 8 196 _ a 213 2,6 385 381 297 129 
1955 16.081 10 337 8.933 — 1 404 226 254 387 393 309 133 
1956 16 966 11 428 10 047 —1 381 231 2,8 409 400 325 139 
7956 | 1957 | 1956 | 1957 | 1956| 1957 1956| 1957 | 1950 1957 |1956\1957|1950| 1957 1956|1957 1956|r057 1956) 1957 
Jan. | 16035] 17053) 938] 1141) 814] 915 | —124] —226] 233] 241] - 401 | 423 | 404 | 403 | 322] 329| 137] 144 
Feb. | 16174] 17261) 784] 1050 543 794 | —241] —256] 230 4,8] \ | 406] 420] 404 | 401 324 326] 137] 144 
Mar. | 15 884] 17232] 802 55 —244 242 : 406 403 3 13 
April | 16 157 1018 git —274 243 2,8 404 403 327 138 
May |15 497 980 97 — 33 244 : 40 401 26 139 
June | 15 477 964 974 + 10 239 1,5 40 398 329 139 
July | 15 732 880 923 + 43 125 : 40 399 325 139 | 
Aug. | 15791 oly 839 WAS 224 1,5 40 3 324 140 
Sept. | 15 674 961 935 — 26 245 ; 408 39 323 139 
Oct. | 16228 109 947 —146 252 1,8 411 3 324 139 
Nov. | 16 327 109) 97 —120 253 : 419 3 32 141 
Dec. | 16966 1 004 goo — 104 249 4,6 422 401 32 142 


* At the end of each year or month. 


i. 
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Statement of Condition March 30, 1957 


ASSETS 

Cash in hand and with the Riksbank Kr. 157,474,000 
Bonds and Treasury Bills _» 868,804,000 
Loans and Discounts » 2,702,191,000 
Swedish Banks and Savings Banks ......... 19,660,000 
Banks abroad 186,475,000 
Sundry Accounts . . aed 30,589,000 
27,178,000 

49,983,000 

Kr. 4,042,354,000 


LIABILITIES 

Deposits . 2. . Kr. 3,335,780,000 
Swedish Banks and Savings Banks . . . » 31,786,000 
Banks @bfoed &s)g « out ee » 113,826,000 
Sundry Accounts » 198,773,000 
Shere Capital . . . .. Kr. 194,112,000 
Reserve Funds . . » 155,888,000 
Undivided profits 12,189,000 » 362,189,000 

Kr. 4,042,354,000 
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